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On Jan. 25, Economy Minister Domingo Cavallo was scheduled to begin formal negotiations
in Washington with the International Monetary Fund (IMF) toward the transformation of an
existing stand-by loan agreement into a three-year extended facility accord for US$3 billion. (See
Chronicle 01/23/92 for previous coverage of recent developments.) The minister will meet US
Treasury officials, and participate in the first round of debt restructuring negotiations with foreign
commercial bank creditors set for Jan. 30. According to Argentine media sources, the IMF insists
on approval of new tax legislation to expand the government's revenue base. The extended facility
funds and another US$1 billion from Europe and Japan are reportedly earmarked for the purchase
of US Treasury zero-coupon bonds. The bonds will be presented to the commercial bank creditor
committee as backing for a debt principal reduction and long-term restructuring agreement. Two
points of contention expected in talks with the banks are the amount of a cash payment on US$8
billion in interest arrears prior to formalization of a restructuring agreement, and the interest rate
to be applied on outstanding principal. The government reportedly is willing to pay around US
$500 million, but the banks have requested between US$1.5 billion and US$2 billion. Buenos Aires
is calling for an interest rate of 3.5%, or prevailing rate in the US at present. The bank committee,
however, is committed to at least 6%, to compensate for future interest rate hikes. [Basic data from
Agence France-Presse, 01/24/92; Prensa Latina (Cuba), 01/27/92]
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